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INTRODUCTION
World Steel Production has increased four folds in the last fifty years. It has touched the one billion ton mark in recent years. In the last five years, the industry has experienced a yearly growth rate of 5.7% which is the highest ever recorded on a global scale. Electric steel making process is gradually gaining momentum and 34% of steel production worldwide is through the Electric Are Furnace (EAF) route. While this process uses scrap as feedstock, the increasing scrap prices world over have lead to the development of technologies that consume sponge iron / Direct Reduced Iron (DRI) instead for use in the charge-mix for steelmaking.

MARKET / NEED ASSESSMENT

Pakistan’s per capita consumption of steel is quite low when compared to countries in the region. Till 2003, Pakistan’s per capita consumption of steel remained 14 kg. It is only in recent years that an economic upsurge in the Country has led to higher consumption and demand of steel. Increased demand is attributable to growth in the construction, automobile, engineering, electrical and domestic appliance sectors.

Pakistan’s installed steel manufacturing capacity is estimated to be around 4 million tons with capacity utilization averaging around 80% of the installed capacity. Within the total installed capacity, the capacity for long products stands around 2.5 million tons, flat products around 1.2 million tons and remaining other products around 0.3 million tons. The following four major players account for the installed capacity;

1. Pakistan Steel Mills (the country’s only integrated steel plant) - With an installed capacity of 1.10 million tons per year, Pakistan Steel is the country’s only integrated steel plant employing Blast Furnace and Converter technology with total dependence on imported iron ore and coking coal. Their product mix, which includes continuous cast slabs & billets, rolled billets, hot-rolled flat products and secondries (cobble plates etc.), thin strip, pig iron and hard coke, are consumed by a wide base of down-stream industry. Capacity enhancement to 1.5 million tons is said to be underway.
2. Steel Melters (re-melting imported and locally generated scrap) - The 110 odd units operating in this sub-sector have an installed capacity of 2 million tons. A part of this capacity exists somewhat away from the organized sector with a small portion of that being run in the style of cottage industry.
3. Steel Re-rollers (using local manufactured, imported and ship-demolition rollable materials)- The installed capacity of this sub-sector is said to be in the vicinity of 3.2 million tons. In this sub-sector also a part of the capacity exists somewhat away from the organized sector with a small portion of that being run in the style of cottage industry.  
4. Ship breaking Industry - Until a few years ago this sub-sector was a supply source of close to a million tons of re-rollable & re-meltable scrap besides forged steel shafts, non-ferrous scrap and serviceable engineering goods. Breaking technology used is old / obsolete with most operations being manual and somewhat of an art with incredible and often high-risk techniques of demolishing vessels as heavy as 80,000 tons. As a result of sharp increases in the international market for demolition vessels, the output of this source has declined to a negligible 0.2 million tons.
Capacity addition in steel production in Pakistan could target the following products:
1. Rolled Products (Long) - Total domestic requirement is estimated to be close to 3 million tons. Upsurge in the construction sector has torn the finished-goods price structure at the seams. The last 15 months have seen a 30% to 50% jump in prices resulting due to a great extent from local shortages. Importers are scampering to fill the demand-supply gap.
2. Flat Products (Plates, Thin Strip etc.) - Total domestic requirement is estimated to be close to 1.55 million tons. In this case too prices have registered a 30% to 50% jump, again mainly due to local shortages.
3. Pig Iron - Pakistan Steel Mills is the one and only local source of supply for more than 450 medium-capacity and small-capacity foundries in the country. The danger of short local supply coinciding with delayed arrival of imported material is always a threat to this downstream industry. In the recent past short supply led has to an open-market selling price of 85 cents / kilogram over an extended period of 5 months. Total annual demand is estimated to be around 150,000 tons.

Adding new capacity to this strategic sector would significantly hedge our position viz a viz imports. Needless to say, new capacity addition would save precious foreign exchange and generate employment.
THE PROPOSED PROJECT
The objective of the Project is to set up integrated Steel Mill of 2.0 million TPY based on the DRI process. The scope of the Project is envisaged as under:

· Arrangement for setting up the project.

· Arrangement of a reputable supplier of machinery, equipment and DRI technology.

· Arrangement of land and infrastructure including utilities and support services.

· Arrangement of manpower and HRM for engineers and technicians including training.
· Liaise with customers and setting up of distribution channels.

It is proposed to seek investors for setting up a 2.0 million tpy plant. Karachi appears to be the most suitable location for setting up new steel mill. It maybe located near Port Qasim where additional land can be acquired from the Govt. of Sindh.
TECHNICAL EVALUATION
The proposed integrated steel mill concept is based on Direct Reduction (DR) process with slab casting and rolling process to produce ultra thin hot rolled strips. The key technologies / areas are as under:
· DR technologies
· Steel making through Electric Are Furnace (EAF).

· Rolling (HR and CR).

· Continuous Casting (CC) and rolling process to produce ultra thin hot strips.

· Vacuum Oxygen Degassing (VOD) – VOD, although available at PSM, will also be needed here in order to obtain refined steel.

INVESTMENT AND RETURNS
It is estimated that investment in setting up a 2.0 million tpy steel plant in Karachi will be approximately US $ 200 million with an IRR of 25%-30%.
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